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Chapter DFI-Sec 31
DEFINITIONS

DFI-Sec31.01 Definitions.

History: Emepgency rulezovering general subject matter were adoptisttfe 1. The filing of a petition under federal or state bankruptcy or
July 1, 1972. Chapter SEC 31 wahumbered chapter DFI-Sec 31 under s. 13'9?eceivershidaw5' or
(2m) (b) 1., Stats., and corrections made uisdé8.93 (2m) (b) 6. and 7., Stakeg- ! L . Lo
ister, December1996, No. 492 2. A default in payment of principal, interest, or sinking fund

. . ) . installmenton indebtedness that exceeds 5% of total agstts
_DFI-Sec 31.01 Definitions. (1) (a) “Franchise fee” isnot cured within 30 days of the default.

within the meaning of £53.03(5m), Stats., may be determined (4) The division shall, in any determination he or she shall
by the division to include, but not necessarily be limited t0:  akeas to whether a marketing plan or system is deemed to be

1. Paymentvhich is made before, upon, or after execution ohrescribedin a substantial part by a franchigevithin the mean
anagreement to purchase, process, resell or otherwise distrighteof 5.553.03 (4) (a) 1 Stats., include, but not be limited to, eon
amanufactures or licensais goodsservices, equipment, inven siderationof the following factors:
tory or real estate. _ o _ (@) Whether the representations made by tfezafor seller

2. Payment referred to in sub.which is maden the form in connection with the @&r to sell or sale of &anchisesuggest
of a lumpsum, installments, periodic royalties, profits, or casr any agreement executed in connection with tfer 66 sell or
flow, or is or may be reflected in the price of goods, servicesaleof a franchise requires that the distributor or licensee operate
equipmentjnventory or real estate sold or leasgtthe licensor a business which capurchase a substantial portion of its goods

to the distributor or licensee. solely from sources designated or approved by the licensor
~ (b) “Franchise fee” under £53.03 (5m) Stats., does not  (b) Whether the representations made by tferarf or seller
includethe following: in connection with the &r to sell or sale of a franchise suggest

1. The purchase or agreement to purchase goods by consigrany agreement executed in connection with tfer od sell or
ment, if the proceeds remitted by the franchisee from satheof saleof a franchise requires thatich distributor or licensee follow
goods reflects only the bona fide wholesale price of the goodsin operating plan, standard procedure, or training manual or its

2. The purchase or agreement to purchase goods at a bonasithstantialequivalentpromulgated by the licensor in the opera
retail price, subject to a commission or compensation arrandi®n of the licensed business, violations of which mayder the
ment that results in the transacti@mounting to a bona fide termsof the agreement, permit the licensor to terminate the-agree
wholesaletransaction. ment.

3. A bona fide loan to the franchisee from the franchisor = () Whether the representations made by tferaf or seller

4. The purchase or lease of, or agreement to purchase or |e|gsgr)]nnection Wit? the mtr Ejo_sell or sa![_e of &g\n&gsgug%est
suppliesor fixtures necessary to enter into the business of the frafh 1Y agreement executed in connection wi sell or
ite

chisoror to continue the business under the franchise agreem%?‘lf
at the fair market or rental value of the supplies or fixtures.

of a franchise requires that the distributor or licensee be lim
as to the type, quantity and/or quality of any product or service

5 Th h | tt o | the distributor or licensee may sell or limitse distributor or
. The purchase or lease or agreement to purcindsase real |icongeens to the persons accounts to which the person may sell
propertynecessary to enter into the business of the franchiso

r . .
to continue the business under frenchise agreement at the fairtﬁéllcensors product or Service. -
marketor rental value of the real property ~ (d) Whether the provisions of the agreement permitting the
; . . IR . icensorto terminate the agreement, to buy btk distributor or
(2) “Material eventor material change” within the meaning ofjjcanse rights assignday the agreement, o to refuse to renew the
$.553.31 (1) Stats., shall include, but not be limited to, the followg o of such distributor or licensights are such as to operate or
mg(. ) The terminati losi fail ¢ duri be exercisable substantially at the will of the licensor
a) 'he termination, closing or failureé to renew auring any () \whether the representations made by tfezmfor seller
3-monthperiod of 1) the greater of 1% or 5 ofminch;ses ofa i c(o)nnection with thep@ér to sell or sale of faémchisesuggest
franchisorregardless of location or 2) the lesser of 15% or 2 of the 5y agreement executed in connection with ther ¢6 sell or
franchisesof a franchisor located in the state ols@onsin. saleof a franchise requires that the licensor aid or assist the distrib
(b) Any change in control, corporate namestatte of incorpe  ytor or licensee in training, obtaining locations or facilities for
ration, or reoganization of the franchisor whethmmot the fran  operationof the franchises’business or imarketing the franchi
chisoror its parent, if the franchisor is a subsidjasyrequired to  sor’s product or service.
file reports under section 12 of the.secgrities exchange act. of 1934(.5) “Publishedin this state” within the meaning of $53.59
_ (c) The purchase by the franchisor in excess obb#s exist  (4), Stats., may be determined by the divisioinude, but not
ing franchises during any 3-month period on a running basis.pe limited to, advertising circulated for particular regional use
(d) The commencement of any new product serviceagtel within this state by residents of this state although printed outside
line involving, directly or indirectlyadditional investment by any of this state and mailed to residents of this state located &-a W
franchiseeor the discontinuation or modificatiaf the marketing consinaddress.
planor system of any product or service of the franchisor where (6) The division shall, in any determination he or she shall
the total sales from such product or service exceeds 20% of Higkeas to whether a marketing plan or system of a franchisee is
grosssales of the franchisor on an annual basis. “substantiallyassociated with the franchis®business and trade
(e) An adverse financial development involving the franchisenark, service mark, trade name, logotype, advertising or other
or the franchisds parent compangontrolling person or guaran commercialsymbol” within the meaning of §53.03 (4) (a) 2.
tor of the franchisds obligations. In this paragraph, “adverse Stats.,include, but not be limitetb, consideration of the follow
financial development” includes, but is not limited to: ing factors:
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(a) Whether the identification of the licen&®business or uti (b) Whether in connection with an agreement to process,
lization of a trademark, service mark, trade name, logotypessellor otherwise distribute a manufactuseor licensdis prod
advertisingor other commercial symbd utilized either by the uct or service, a purchase of goods, services, equipment,-inven
licensoror the licensee to enhance the chances of licensee’ tory or real estate is required in connection with the subject-agree
cessin respect to licenseetransactions with persons dealing irment.
or purchasing licensts product or service. (c) Whetherin connection with an agreement to process, resell

(b) Whether the agreement provides fhe distributor or or otherwise distribute a manufactuseor licensots product or
licenseeto contribute gortion of operating revenue to the lieen servicethe cost of goods, services, equipment, inventory or real
sorfor advertisingexpense or representations made by the-liceastate thereunder to the seller thereof is reasonably related to the
sor or agents or employees suggest payment by the licenseepface of the same to the distributor or licensee, taking into account
advertisingconducted, managed or prescribed by the licensortherespective circumstances in the market of both the seller and

(7) The division shall, in determining whether a marketindpuyer thereof.
plan or system of a manufacturéicensoror a franchisor is a  (8) “Timely” within the meaning of s553.41 (4) Stats.,
“bona fide wholesaldransaction” or a series thereof within themeansat least 14alendar days prior to the execution of an agree
meaningof s.553.03 (5m) Stats., consider the following factors,mentor the taking of consideration constituting the sale of the
amongothers: franchise.

; ; ; istory: Cr. Register October 1972, No. 202eff. 11-1-72; am. (10)Register,

@) Wh_ether_ln ponneCtlon with an agre(_ement ’tO process, reSBIe'::Iemberl%l, No. 312eff. 1-1-82; correction in (2) (intro.) made under s. 13.93
or ot_herW|se qllstrlb_ute a manufactureor I|c_ensors product O (2m) (b) 7., Stats. Register December1985, No. 360am. (2) (b)Register May,
service, consideration in purchasgansactions thereunder '319513653'\;0' (35?)5 ef. 6—1253);3: gr(%)(?)((irg)r?-)?éeg(%t%(r)DechE)lJ)etrl&(?g)G(,E;\l&)372§fg.3)

H i i =1-a/;r , renum. n (0] 0 be a) an 0 an
SO|e|y for the payment of gogdserylces, equme.nt, Invent.ory(e), Registey December1988, No. 396efl. 1-1-89; corrections in (2) (a) 2., (5)
or real estate and such consideration doesaflgct, in part or in  (intro.) and (7), made under s. 13.93 (2m) (b) 4. and 5., Ratgister January1989,
whole, payment for the right to continue such purchasesae ’Glgr- fgg 260“302323 (?) £C)9n§é}da;m(i§r s. 13-93(%?)3)(*3) %,(g)mggi(gt)etmgc% @
5 H f , . £ L 1-1- . , , renum. , ani (0] 0 be s
tionsor business whether dne same or diérent terms than those ;. ay'ts (8)Registes December1896, No. 497ef. 1-1-97:CR 08-077 am. (8)
statedin the subject agreement. Register December 2008 No. 63@&ff. 1-1-09.
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